ANNUAL REPORT 


SILKNIT , LIMITED 


AND SUBSIDIARY COMPANIES 


for the fiscal year ended 
DECEMBER 31, 1971 


COMPANIES AND THEIR PRODUCTS 


SILKNIT LIMITED 


Hespeler, Ontario 
Circular knitted fabrics. 


SUBSIDIARIES AND DIVISIONS 


DoMINION WooLLENS & WoRSTEDS 
Hespeler, Ontario 
Woven fabrics, industrial fabrics and knitted pile fabrics. 


HeEpco MILits LIMITED 
Toronto, Ontario 
Circular knitted fabrics and commission knitting. 


MOLYCLAIRE LIMITED 
Montreal, Quebec 
Lingerie, loungewear and sleepwear. 


ComFy HOME FURNISHINGS LIMITED 


. Toronto, Ontario 
Slipcovers, throws, bedspreads, drapes and ornamental pillows. 


ASSOCIATED COMPANIES—(50% owned) 


LOVABLE BRASSIERE COMPANY OF CANADA LIMITED 


Subsidiaries— 
Kors BROTHERS LIMITED 
FLEXEES (CANADA) LIMITED 
FAIR-FORM GARMENTS Co. LIMITED 
Toronto, Ontario 
Foundation garments. 


FRED TARDIF-MOLYCLAIRE S.A. 
Barcelona, Spain 
Sportswear and loungewear. 


SILKNIT LIMITED 


TCOMMOUNEL O72 Baws GeAN Ag A 


Aprili2 1972: 
To the Shareholders of 
SILKNTT TIMITED: 


The Board of Directors of your Company submits herewith the Consolidated Financial Statements 
of Silknit Limited and subsidiary companies for the year ended December 31, 1971 together with the 
report of the auditors thereon. 


Combined net sales reached a record high of $16,028,915 in 1971, an increase of 219% over the 
1970 figure of $13,235,259. Net earnings after income taxes, but excluding an extraordinary item, 
were $589,266 in 1971 as compared with $323,015 in 1970, representing $2.79 and $1.52 respectively per 
common share; also in 1971, a gain of $54,938 was realized on the sale by Silknit of its minority interest 
in three inactive subsidiary companies of the Lovable Brassiere Company of Canada Limited to that 
company, representing further earnings of $0.26 per common share. 


Regular quarterly dividends at the rate of 5% per annum were paid in 1971 onthe $40 par value 
First Preferred Shares. Cash dividends aggregating 80 cents per share were paid on the Common Shares 
of the Company and a stock dividend in the form of the issue of one 5°% non-cumulative second preferred 
share in respect of each common share was declared on December 15, 1971; the second preferred shares 
so issued were redeemed at the par value of 25 cents each on December 16, 1971. 


Working capital improved during the year by $54,697 to an amount of $4,180,860 as shown 
by the Statement of Source and Application of Funds which forms part of the Financial Statements 
submitted herewith. 


Early in 1972 Mr. C. W. Dumas, who had served as a Director of the Company since 1948, 
tendered his resignation from that office, which resignation was regretfully accepted by the Board. 
Mr. W. F. McCormick, who has had many years of experience in the textile industry, was appointed as a 
Director to fill the vacancy and to hold office until the next Annual Meeting of the Shareholders. 


Your Directors wish to record their appreciation of the loyal services rendered throughout the 
year by the officers and employees of the Company. 


ON BEHALF OF THE BOARD, 
Isl, 183, JEIPS INGO. 
President. 


PRICE WATERHOUSE S46: 
CHARTERED ACCOUNTANTS 


P.O. Box 51 
TORONTO-DOMINION CENTRE 
Toronto 111 


Marcu 16, 1972 


AUDITORS’ REPORT 


To the Shareholders of 
SILKNIT LIMITED: 


We have examined the consolidated balance sheet of Silknit Limited and 
subsidiary companies as at December 31, 1971 and the consolidated statements of 
earnings, retained earnings, contributed surplus and source and application of funds for 
the year then ended. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence 
as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial 
position of the companies as at December 31, 1971 and the results of their operations 
and the source and application of their funds for the year then ended, in accordance 
with generally accepted accounting principles applied on a basis consistent with 
that of the preceding year. 


PRICE WATERHOUSE & CO. 
Chartered Accountants 


SILKNIT & 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF EARNINGS 


Year ended December 31 
1971 1970 


Nera les ae a en ee eee ene AU inet h Mog ARS one cata es $16,028,915 $13,235,259 
Deduct: 
Cost of merchandise sold and all expenses, except the items shown below............ 14,434,429 12,139,914 
PTOVvislometor CeprectatiOlan ne cece arancs tock oes nes eos nacinea Ohactiae seciansa es ceacicn astee seh 330,414 296,803 
Remuneration on directors and ofticers (NOtG4) 2... 12. cocwane eka oamtiecueciaece cee eens 147,306 143,727 
14,912,149 12,580,444 
Eatnings, belore Income taxes and extraordinary, Ie. .jne.snsnsveeesceseencanses 1,116,766 654,815 
Income taxes: 
LO blig dora tn Areca een aha a Sah ie Rue i UMA Nek. aad aa ee Pa RR a SPR EN wre E 513,200 327,600 
| DY Eso ofa G brent hake ee ele eae ete os READ ed Ses Ah NO he ho Nd Ook eae OR SI Aa ec a ed 14,300 4,200 
527,500 331,800 
Barings. before extraordinary (ueny rans pcos ena aae sate cbr ianuseraraedeuaaniene tents: 589 266 323,015 ae 
Gain onsale of shates ol associated companies (INOtE 1) 2 c.ac.0.-ncceasan. consscecveecat cee -ne 54,938 — 
Net earnings forthe: yearsaser tet meme tei ue ieni chnssSasen aah Gee $ 644,204 $ 323,015 _~ 
Earnings per common share: 
Before extraordinary 1tem 2. cawese corm cssence re ores a eemes cameron oateaueosnne tasteer $ 2.79 $ 150 


Ror thie year ten tite tin Ate oe aan aren ee aaa ee Rce ny ieee LCR tea $ 3.05 §$ Boy =e 


AND SUBSIDIAE 


CONSOLIDATED Ff 


ASSETS 
December 31 
1971 1970 
CURRENT ASSETS: 
PNECOUTIES ETO GOL Vall [ee ree Oe ee det och oe An ee eS Ser Ee eT $ 3,005,178 $. 2,637,809 
Inventories, at the lower of cost and net realizable value: 
Raw materials and supplieca, te taac. ke ccc poceme sade oh naa ene eee ee 2,706,171 1,988,672 
Wok lin process. iss hoseem one tem atatines Sages Saree Scene eee y eee ne ROE eee ee 2 1,059 297 946,667 
PII SHEN eS OOS ra sity pi cevasit ccatax nite Bocwiee Ay othe ain ee rate <n nena ee ete Sareea eee cee 1,542,100 1,461,176 
5,307,568 4,396,515 
Prepaid expenses sai S2tss aca si sass cc Be eho tea sbotghwen auatinatee saeco ete ene ae eee eee 48,157 42,414 
8,360,903 7,076,738 
OTHER ASSETS: 
Investment in shares of associated companies, at cost (Note 1).............. 0 eee e eee 49,745 13,586 
Cash surrenden value of lie msurance, less policy loatiss. m...0c--s0ce sees eee eee 13,131 Wil Caz 
SUUCE Demeter ecde hs ata deters Lite cn oSentaec cde salve bemteae cha cc aie oa Sener = ene ea eer 61,531 65,284 
129 407 90,642 
FIXED ASSETS, at cost: 
1 i 6 eerie” Rar CPR We Ane Pe EAs Are CRM POOR MMLCESN Ra a SA and SR ORES Ae eS Rr aE en fon 90,377 OOSTT 
Buildings 5c css hha. aes deagoascine were te nee aioe dee peace ee cee ne eee eee 2 AS i ie 1197 123 
Machineryiaitdieq ul pitient «5: Se sewsscsse ro ion eunemorwuwec ons coneung auiies noes oe tant aecemaes 4,766,944 4 181,186 
6,106,093 5,468 686 
Vess=Accumulated: depreciation: .so.c.acr tone shcdsces ee? ee ee eee 4,008 063 3,706,195 
2,098,030 1,762,491 
APPROVED ON BEHALF OF THE BOARD: 
M. H. EPSTEIN, Director 
H. B. EPSTEIN, Director. 
$10,588,340 $ 8,929 871 


COMPANIES 
ANCE SHEET 
LIABILITIES 
December 31 
1971 1970 
CURRENT LIABILITIES: 
Bank indebtedness (secured. Note: 2) are omens tener emne an a eeea ye $ 1,799,496 $ 1,417,408 
Note payable—guaranteed by bank (secured—Note 2)............ceceeseeeeeeeeeee ence 700,000 300,000 
ANCCOUNLS Day aAbDleanid accrUales orca wetecccta acter cece aasn see Wee Nese lees sen seta ere 1,582,111 1,124 844 
LWCOMME CARES PAY ADL Oar ce aseceun sient ee Sats tia MORN Se SN eet tes oe ea at Tatoo: 98 436 108 323 
4,180,043 2,950,575 
DORIC RR Dm NIG © MiB eat ACXOTS Secrecy att ee eee ete ts ene SN RCE Ueey 157,900 143,600 


SHAREHOLDERS’ EQuity: 


Five per cent cumulative redeemable first preferred shares of the par value of 
$40 each: 
Authorized— 15,370 shares 
Issued—5,370 shares 
Outstanding =-1 342eshares (Note 3) cece cm one ee ee eee ee 53,680 55,400 


Five per cent non-cumulative redeemable second preferred shares of the par value 
of 25¢ each: 
Authorized—3,/90,000 shares 
Issued and redeemed— 210,000 shares (Note 3) 


Common shares without nominal or par value: 


Authorized—600,000 shares 

Issued and outstanding —=21 0 Q0U shares. je s.c sas cc01 2 erecta eeanees 350,000 350,000 
Conti Ted esurpl US ne styracemsenaen eamisn abaiaet eayere aa see aemniee sanisee ae neers neee corer ae 481,719 481,607 
Retaineateartiess (INOUE 1S) ate amnsite uname mn eoNsae coment Gace cj an mance 5,364,998 4,948 689 


6,250,397 5,835,696 


$10,588,340 $ 8,929 871 


SILKNI/T fe 


AND SUBSIDIARY COMPANIES 


NOTES TO -CONSOLIDATEDSPINANCIALSS TATEMENTS 


DECEMBER 3 197) 


1. INVESTMENT IN SHARES OF ASSOCIATED COMPANIES: 


On May 31, 1971 the Company sold its investment in shares of three inactive subsidiaries of 
Lovable Brassiere Company of Canada Limited to that company. A gain of $54,938, representing 
the excess of the underlying book value of the shares over their cost, was realized on their sale. 


The Company’s share of the net earnings or losses of Lovable Brassiere Company of Canada 
Limited and subsidiary companies (50° owned) for 1971 and 1970 was— 


1971 1970 
Slare- Of metrearmnes, (losses)i. ere ee eee ee $10,277 $(4,938) 


Earnings of these associated companies are reflected in these accounts only to the extent of 
dividends received (none in 1971 or 1970). The book value of net assets attributable to the 
investment in shares of these companies at December 31, 1971 amounted to $691,323. 


During the year a subsidiary company, Molyclaire Limited, invested $44,745 in a company which 
commenced operations in the latter part of 1971. Molyclaire’s portion of losses incurred by this 
company to December 31, 1971 (which were not material) have not been reflected in these 
financial statements. 


2. BANK INDEBTEDNESS: 


Bank loans— $1,725,000 and note payable guaranteed by bank—$700,000 are secured by general 
assignments of certain inventories and accounts receivable. 


3. PREFERRED SHARES REDEEMED: 


During the year 43 five per cent cumulative redeemable first preferred shares were purchased and 
redeemed by the Company. As a result of this and prior years’ redemptions of preferred shares 
$161,120 of retained earnings is designated as capital surplus in compliance with Section 62 of 
the Canada Corporations Act. 


On November 15, 1971 the Company declared a stock dividend of 25 cents per share to be 
satisfied by the issue on December 15, 1971, of one fully paid 5% non-cumulative redeemable 
second preferred share in respect of each common share held by shareholders. The 5% non- 
cumulative redeemable second preferred shares so issued were redeemed on December 16, 1971 
at par value. 


4. REMUNERATION OF DIRECTORS AND OFFICERS: 


Remuneration of directors and officers comprises : 


1971 1970 

Two directors, one of whom is an officer, for 

services as directors. The other seven directors 

received no remuneration as directors............... $ 1,200 $ 1,200 
Four officers, three of whom are directors............ 109,106 108,027 
One past Oficer who is a;directorst ca. eee 6,000 6,000 
Two directors, employees of a subsidiary, paid by 

ENE SUDSIGIAT Vay seacmasea ok eee ene ome Renae 31,000 28,500 


$147,306 $143,727 


SIUANIt Ei Mire D 


OFFICERS AND DIRECTORS 


Ms PGS ESP SER ING. canseae tae anes Chairman of the Board and Director 
Hie Be PSTRINA a entre ea ceere et eee ee President and Director 
FL BURGESS. ne rcesieclceseniee source alee scumastonstee sn Secretary and Director 
We CROMPTON « GaN weer cow seaside amc mame nantee Treasurer and Director 
ESB RAN BAUM. aeetinnctascnsneutdonsacnan sane dapeueiasespiden is Director 
ERG MCEMILUAN SO iC wrscccncco wad el ertelean anor atie ssibsteaierss eslnersignees Director 
(FT GISTAGER arene can ecumeomien raids te oceania Salsa ene steeeircine Director 
Wi BMC CORMICK sec eectncnnesees ore dear seme manatee ct Director 
MRS VANNE: DE PSEEIN Ge atest ue canine toni cele scare wade wie cen Director 


Missi C. SINCLAIR’ tant t inde tae coder co ma isccent Assistant Secretary 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Alberta Library 


https://archive.org/details/Silk1156_ 1971 
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INTERIM REPORT 


SILKNIT LIMITED 


AND SUBSIDIARY COMPANIES 


for the six months ending 


PUN Ess OF 9 iL 


SILKNIT LIMITED 


TORONTO 2B, CANADA 


August 25, 1971. 
To the Shareholders of 
SILKNIT LIMITED: 


The Board of Directors of your Company submits below certain eee with respect to the 
combined operations of the Company and its subsidiary Companies and of chahges in the consolidated 
financial position for the six month period from January 1, 1971 to June 30, 1971. 


Results of operations for the six month period ending June 30, 1971, compared with those for the 
first six months of 1970, were as follows— 
Six months ending June 30 
1971 1970 


Net Sales) ....600..,.c0c. oe ee eee 1ce8 $7,605,397 $6,334,136 


Earnings before income taxes and extraordinary item . $ 509,120 $ 209,115 


Income Taxes — 


Current) <.20ee8 eke ra eee ee es $ 262,000 $ 122,000 
Deterred Ys. caine eae tee ee ae ee (2,800) (17,500) 
Na) 010) $ 104,500 

Net earnings before extraordinary ttem\..4).....7...0--. $ 249,920 $ 104,615 


Extraordinary item — 
Gain on sale of investments 
to an associated company .......... Behe 54,937 


Nefieaimitigs for che period san ere $ 304,857 $ 104,615 
Earnings per common share — 

Operations .... eh 27a) oak Me Pe oe ie Boy 1.18 $ 0.49 

Extraordinary item .. Ps aeeeetaccns ‘, 26 — 

$ 1.44 $ 0.49 


Sales increased to $7,605,397 from $6,334,136, an increase of 20%, while net profit after taxes 
increased by 140% to $249,920 compared to $104,615. These figures do not include an extraordinary 
gain of $54,937 which arose as a result of the sale to an associated company of the minority interest held 
by Silknit Limited in other subsidiaries of that associate. 


Your Company’s share of net earnings of its associated companies (50% owned) for the six 
months ending June 30, 1971, amounts to $14,732 as compared with a loss of $5,964 for the first six 
months of 1970. 
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EXCERPT FROM PRESIDENT'S ADDRESS 
TO THE ANNUAL GENERAL MEETING OF SHAREHOLDERS 
April 29th, 1971. 


“Operations improved substantially in the 4th quarter of 1970, and 
I am very pleased to report that this increased level of activity has 
continued throughout the ist quarter of 1971. Net saies for the 3 months 
ending March 31, 1971 were $3,797,503 as compared with $3,209,478 for 
the first quarter of the previous year, an increase of 18.3%; earnings 
before income taxes amounted to $260,759 against $82,069 for the 1970 
quarter; after provision for income taxes of $131,600 in 1971 and $40,200 
in 1970, net earnings for the first quarter of 1971 were $129,159 as 
compared with $41,869 for the like period of 1970, equivalent to 61 cents 
and 19 cents respectively per common share. These earnings for the first. 
quarter of 1971 compare quite favourably with fhe first quarter of 1969 
when earnings were 64 cents per share. These figures are unaudited and 
could be affected to some degree by year-end adjustments. 


The momentum generated in the past few months appears to be continu- 
ing for the present, and all indications are that the results of operations 
for the second quarter will show a satisfactory improvement over those for 
the corresponding 1970 period. This genera! improvement in your Company's 
operations is due to the current wider market acceptance of knitted fabrics, 
and @ general across the board increase in demand for all products produced 
by your Company and its subsidiaries. However, of major concern for the 
balance of the year is the continuing high rate of unemployment coupled with 
a rising cost of living, increased cost of operations and a continuing high 
volume of imports of almost all types of textile products into Canada." 


xx xX xX 
SUMMARY OF CONSOLIDATED OPERATIONS 


3 Montns ending March 31 
5 


1971 1970 

Net Sales $257 97 7005 $55 209,478 
Earnings before income taxes 260,759 82,069 
Income taxes 151,600 40, 200 
Net earnings $ 129,159 $ 41,869 
eo ——— 


Earnings per common shere $ 0.61 $ 0.19 
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Net current assets, or working capital, increased by $117,151 during the six months period ending 
June 30, 1971 to an amount of $4,243,314 at that date, as shown by the following statement of Source 
and Application of Funds, with figures for the comparable period last year. 


Six months ending June 30 


1971 1970 
SOURCE OF FUNDS 
Funds provided from operations — 
Net earnings for the period haga len ane eee LUE eee) $ 104,615 
Income! taxes deferred j...4)..01.42 (2,800) (17,500) 
Provision for depreciation | ee eae 161,866 156,272 
$ 463,923 S 243,387 
CUES TRC Ti ene cree eee ee eee eye Al ne 30,540 28,018 


$ 494,463 $ 271,405 


APPLICATION OF FUNDS: 


Dividends=— Common essa. .. $$ 84,000 $ 84,000 
PreLecred mre een aye see phate 375 1,393 

Cost of preferred shares purchased 
LOTLCANCeM At Oia mies ey rye n cn ia: 374 561 
Additions to fixed assets (net) .............000.....000000 291,563 179,199 


Ne eM RSH IPA S 2055133 


Resulting in an increase in working capital of ........ Ba ey 5) 6,252 
Working capital at beginning of year... 4126, 163 3,881,370 
Workine:capital wits 5 Ou. 2 eeacres ae t.ccg Gest ae . $4,243,314 $3,887,622 


The financial statements provided in the text of this interim report have not been examined by the 
Company’s auditors and are subject to year-end adjustments. 


ON BEHALF OF THE BOARD, 


H. B. EPSTEIN, 
President. 
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